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Encouraging Private Initiative 
Introduction 


On September 4, 1984, the new Canadian 
government was given a mandate to secure 
economic renewal. 


Economic renewal means restoring this coun- 
try’s capacity to create growth, jobs and 
opportunities for Canadians. 


To begin this process, the first budget of the 
new government proposes fair and realistic 
actions to achieve three major objectives: 


e encourage private initiative; 
¢ manage government more effectively; 
¢ control the national debt. 


This booklet highlights the budget’s proposals 
to encourage private initiative. It is one of a 
series of booklets summarizing the major 
objectives of the budget, and the government’s 
proposals to achieve them. 


The Goal: Growth and Jobs 


In our consultations with Canadians, you have 
told us that you believe in the ability of 
individual Canadians to generate new business 


activity and employment, in an environment 
free of unnecessary government intervention 
and with access to financial resources for 
expansion. You are looking increasingly to job 
creation initiatives that are not reliant on gov- 
ernment and that are rooted in the commu- 
nity. You have told us that you expect the 
government to be a catalyst in this process 
and not a hindrance. The actions that have 
been taken by the government since Septem- 
ber, and the measures that are announced in 
this budget, respond to these expectations. 


An Action Agenda 


The budget pays particular attention to the 
need to foster entrepreneurship through meas- 
ures designed to encourage risk-taking, help 
small business and farmers, encourage new 
investment and give individual Canadians 
more opportunity to participate, innovate 

and succeed. 


To encourage more Canadians to invest in 
Canada’s growth, the government is proposing 
a lifetime capital gains exemption of half a million 
dollars for individuals. The lifetime exemption 
will be phased in over five years beginning 
with a $20,000 exemption this year. The full 
$500,000 exemption will, however, be avail- 
able to farmers immediately. 


Who benefits? You can. This measure is 
designed to unleash the full entrepreneurial 
dynamism of individual Canadians. The gov- 
ernment is saying: We want Canadians to 
invest, build and create jobs; and we will 
reward success, not subsidize effort. 


The government is challenging more of you to 
become job and wealth creators by investing 
in Canadian enterprise. This capital gains 
incentive is a strong signal that the new gov- 
ernment wants those individuals with good 
ideas and the will to persevere to enjoy the 
fruits of their success. The government is 
confident that Canadians will accept that 
challenge. 


Small and medium-sized businesses will also 
benefit from the budget’s proposals to change 
regulations governing RRSP and pension fund 
investments. These measures will facilitate and 
encourage greater investment by pension 
funds in equity capital of new businesses and 
small businesses seeking to expand. RRSPs 
will be eligible to invest in smaller Canadian 
businesses. These measures respond to the 
concerns of many Canadians who have urged 
us to allow small business greater access to 
the large pools of capital available in pension 
funds. 


Other Small Business Measures 


e Assistance will be provided in the form of 
tax credits to individuals investing in 
labour-sponsored venture capital funds set 
up within a province to invest in small 
and medium-sized businesses. 


e Small businesses will be exempted from 
the 5-per-cent one-year corporate surtax, in 
recognition of the importance of 
strengthening small business and avoid- 
ing any brake on its development. 


e Small businesses and farmers will benefit 
from the extension of the small business 
bond program until the end of 1987. 


e New and growing research and develop- 
ment (R&D) companies will be entitled 
to a direct refund of the full tax credit they 
earn on their first $2 million of R&D 
expenditures each year. 


e Action will be taken to make the tax sys- 
tem fairer and improve tax administration 
to make it consistent with the Charter of 
Rights and Freedoms. These actions will 
benefit all of us, but especially entre- 
preneurs and small business owners, by 
reducing administrative headaches. 


Unemployment Insurance Reform 


Rising payroll taxes are a major obstacle to 
the growth of job-creating small businesses. In 
recognition of this factor the government will 
freeze unemployment insurance premium rates at 
their current levels for 1986. 


The government will initiate a general review of 
the unemployment insurance program to make it 
simpler, fairer and more effective in helping 
individuals and the economy to adjust to rap- 
idly-changing labour market conditions. This 
review will be undertaken by a commission of 
distinguished Canadians and completed by 
March 1, 1986. This process will enable all 
interested parties to present their views. 


Pension Reform 


After years of discussion, the new government 
has acted to reform the pension system. 


The Federal Pension Benefits Standards Act 
is being amended: 


e to make it easier for workers to move to 
better jobs; 


© to increase the opportunity to join pen- 
sion plans for full- and part-time workers; 


e to give workers the right to participate in 
the management of pension funds; and 


e to assist women in the work force and the 
spouses of pension plan members. 


Tax rules regarding private pension plans are 
being reformed to end the unequal treatment 
which adversely affects the self-employed 
and others who save for retirement solely 
through RRSPs. 


The new rules will: 


e raise the annual contribution limits and 
consequently the maximum tax-assisted 
pension; 


e allow carry-forward for seven years of 
unused contributions; and 


e allow greater flexibility for small busi- 
nessmen, young families with heavy 
expenses and all Canadians to build 
decent retirement incomes. 


Initiatives for Training and Job Creation 


At the Regina First Ministers’ Conference, 
the government announced a new, innovative 
approach to training and job creation based 
on greater private sector participation and 
local initiatives. This approach was unani- 
mously endorsed by provincial governments, 
and has received broad support from private 
sector and community groups across the coun- 
try. The budget proposes an additional $900 
million for training and job-creation programs in 
1986-87, providing additional certainty to 
those designing and implementing these new 
programs. 


Encouraging Social and Cultural Initiatives 


Individual initiative is not confined to eco- 
nomic development. It is fundamental to 
social and cultural progress. 


The government fully recognizes that the pri- 
mary role of the artistic and cultural com- 
munities is the preservation and development 
of our intellectual and cultural heritage. At 
the same time, this sector makes an important 
contribution to the Canadian economy, par- 
ticularly in terms of job creation. To foster its 
development, the government is announcing 
the formation of a special task force from the 
private sector to consider how the government, 
and the private sector can work together to | 
provide increased support to the arts in 
Canada. The budget also proposes significant | 
tax changes benefiting Canadian visual artists, | 
such as sculptors and painters. 


Recognizing the important contribution to the 
social fabric of Canada made by those in the 
voluntary sector, the budget also proposes tax 
changes to encourage the donation of shares and 
similar property and to recognize the non-parti- 
san advocacy of charitable goals. 


Conclusion 


It is a fundamental belief of the new Govern- 
ment of Canada that economic, social and cul- 
tural progress will be achieved by encouraging 
individual creativity and local initiative in all 
walks of life. The measures proposed in this 
budget, coupled with the actions that have 
been taken over the past few months, are 
designed to create an environment in which 
Canadians — individually and collectively — 
can achieve their full potential. 
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